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THE DIRECTORS’ REPORT 


To the Shareholders of 


COMBINED ENGINEERED PRODUCTS LIMITED | 7 i 


On consolidated sales of $16,779,378 the company earned a profit of 
$386,973 after providing $376,000 for income taxes. This profit, after 
the payment of $110,000 dividends on the Preferred shares, Series A is 


equal to 45¢ per Common share, compared with 50¢ per share last year. 


Capital expenditure on plant and equipment was $490,677, and on land 
it was $33,916, for a total of $524,593. Additional land adjacent to Frink 
Sno-Plows’ property in Clayton, New York, was acquired for the purpose 
of adding to this company’s production facilities. Also, in Toronto an 
agreement to purchase land was entered into for the possible future 
expansion of Hamilton Gear and Machine Co. It is planned to spend 
approximately $415,000 in the current fiscal year on additions to produc- 


tion machinery, and an additional $125,250 will be spent to complete 


the purchase of the Hamilton Gear land. 


Working capital at August 31, 1968 is $2,861,961 which, compared with 
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that of a year earlier, represents a decrease of $143,968, the details of 


which are explained in the statement of source and use of funds. 


At August 31, 1968, Common shareholders’ equity is $1,786,761, equal 


to $2.92 per share. 


Consolidated sales decreased by 2.9% compared to the previous year, 
however this represents an increase of 10.4% in the sales of the U.S. 
subsidiaries, and a decrease of 9.4% in the sales of the Canadian com- 
panies. While the profits of the U.S. companies were up, this increase 
was insufficient to compensate for the drop in earnings of the Canadian 


companies. 


The sectors of the economy upon whieh Wee Canadian operations are 


et eames 


most dependent, namely construction ma ae ‘expansion of heavy 
industry, were less active during the past year and tended to accentuate 
the ever present cost-price squeeze. The-forecasts for the forthcoming 
year indicate that this situation may improve, and therefore a slight 


increase in the earnings of the Canadian companies is anticipated. 


Both the U.S. companies showed an improvement in 1968 and it is 


expected that this trend will continue. 


In the coming months each of the major manufacturing companies will 
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be negotiating new contracts with their respective bargaining units. 
Srarenaiders should be aware that, despite the Company’s efforts to 
achieve reasonable and fair settlements, work stoppages can occur. At 
the time of writing a strike of the hourly rated employees of the Hamilton 
Gear Division is entering its sixth week. It should be emphasized that 
such work stoppages will make it difficult for the Company to meet its 


present forecasts. 


PERSONNEL 
During the year Mr. S. P. Lockhart was appointed President of Frink 
Sno-Plows, Inc., enabling Mr. J. R. Irwin to devote his full-time attention 


to the affairs of Eastern Steel Products Ltd. 


Mr. R. A. Davis was appointed President of Southeastern Elevator 


Coyine: 


The shareholders will note that Mr. C. S. Band, after seventeen years of 
service, retired as a full-time director, and subsequent to last year’s 
Annual Meeting he was appointed an Honorary Director. For his past 


contribution and his continuing interest we are most grateful. 


On behalf of the Board of Directors, 


Toronto 


October 29, 1968 Chairman 
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CONSOLIDATED BALANCE SHEET 4s ar aucusr 31, 1968 


ASSETS 


CURRENT ASSETS 


Accounts receivable—other (Note 2) 


Special refundable income tax 


Pe ee 


eceeeeeeo ere eee eee ee we ee ee ew ee wo 


Ce 


Inventories—at the lower of cost or net realizable value (Note 3)....... 


Prepaid expenses 


Mortgages receivable due within one year 


FIXED ASSETS 


Buildings 


Ce 2 | 


eo cee eee eee eee eee eee eee eee es 


Machinery and Equipment............ 


OTHER ASSETS 


Cost 
$ 
179,228 
1,548,429 


4,718,232 
6,445,889 


eeecvceeceeeerereceoe sree eee eer eee eee ees eee eee ree esses esee 


eececececeeer eee eee eee eee eee eee et 


Accumulated 


Depreciation 


$ 


664,849 
3,296,805 
3,961,654 


Excess cost of investment in businesses acquired over book value of net 


assets at dates of acquisition 
Patents—at cost, less amounts written off 
Mortgages receivable 


Special refundable income tax 


Ce 


oe eee eee eer eee eee eee eee eens 


ee eee eee eee eee eee eee eee eee ee ees ese ee sees eee ee 


Ce 


1968 


633,475 
2,539,573 
91,237 
2,882 
4,163,332 
97,147 
5,750 


7,533,396 


179,228 
883,580 


1,421,427 
2,484,235 


137,217 
8,639 
35,000 
4,709 


185,565 


10,203,196 


1967 


199,461 
2,454,603 
190,620 
3,774,511 
89,301 


6,708,496 


155,312 
954,837 
1,313,114 
2,423,263 


137,217 
9,710 
11,000 
10,099 


168,026 


9,299,785 
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LIABILITIES 

CURRENT LIABILITIES 
Ban AlGaAs IN OtGEA) eee hits Bats cools: Saris k lates dhs ans bit oe > o oioucdeiede Cee 
WMecounts payable. ang accrued liabililiess) mr ssacee cee cones vide caciat ines 
Income anc. OmMen taxesipayavicesctrastns wrest nechniteds aeen tinea eae 


Portion of long term liabilities due within one year (Note 5)........... 


EONGSTERM  LIABIEITIESS (INOLE 5), 1 is)a. Jaane asia eho a bse be. ere & eta e ote Cm ale 


DEFERRED EINCOMEBUAKES aiolel cleleiel stelcrelnisiets ici alalelalel-iereletatchels eietapeleiciee titelole siclic 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 


Authorized— 
200,000 Preferred Shares of the par value of $20 each, 
issuable in series 


1,200,000 Common Shares without nominal or par value 
(Note 6) 


Issued and fully paid— 
100,000 $1.10 Cumulative, Convertible Preferred Shares, 
Series*A redeemable ati$Z1s50 sacs selene eee tens ve 


612;300' Common shares (NOG Lue mee eerie 


RETAINED) EARNINGS 22 20 ccc cece entre ves er scc ccc esernesccsecrenen 


EXCHANGE EQUALIZATION RESERVE... ...-.csecceseccvvsssecvvcssesscese 


Signed on behalf of the Board: 


M. O. SIMPSON, JR., Director 
H. M. TURNER, Director 


2,122,000 
1,872,098 
250,857 
426,480 


4,671,435 


1,581,000 


164,000 


2,000,000 
157,250 


1,617,009 
12,502 


3,786,761 
10,203,196 


1,621,360 
1,326,651 
422,156 
332,400 


3,702,567 
1,988,000 
100,000 


2,000,000 
157,250 


1,340,036 
£1,932 


3,509,218 
9,299,785 
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CONSOLIDATED STATEMENT OF EARNINGS 


FOR THE YEAR ENDED AUGUST 31, 1968 


1968 1967 
$ $ 
) 

SATIS res hak cca HMI Ritts & baa caeiehavautarcle iene tomar isthe Rem Ei eee Ee takehe (ra Be 16,779,378 17,283,474 
COSTS 

Cost of products soldvhe a4) 4 gens.2 viernes ei rane ela rane a meee era ies 12,843,842 13,382,189 

AVErtising faire ce lew led atv tas nicki ee alc thie enerercle niet hctearenna ie ieee ne an 163,605 180,102 

SOLU P EXPENSES: cd tics bic s sr aatech wletaina slow DES abbey Cake Bua anae oe oe ane ees 875,541 801,624 

Research and product ‘development?).... .s'sis ates estan ere cee aie 62,687 43,129 

Administrative and general exnenses.ic)). (1.06. assiai cies mies ea eeias 1,328,668 1,270,265 

Depreciation and amortization) <i: -., ete. ce seer mee eae aera 428,786 436,023 

Interest.on DANKUOANS <... fisccd sac BARU a tie nee CReeR IE aie te Gea ae 124,960 211,355 

Interestion long term ihabilities:, 4... ea. nec. mace ates ae siren eres 112,066 62 434 

Directors’ remumneration’.:..: ee ate dc eee ac fa hateeeie Meee ee 76,250 69,039 

16,016,405 16,456,160 

PROFIT: BEFORE INCOME: TAXES w'kc wale eine ea chre § ACO blu: 0 (eh nO ee 762,973 827,314 


INCOME TAXES 


(TT y doi af eee A re SE Ree ae UN PBL I Whe att ak a ha 312,000 378,000 
EPOLCET OC Fae t THIS 26 When ede Sole Od SR ECR Ode eae Ee ee 64,000 30,000 
376,000 408,000 

NETIPROFIT: BOR: THEY VEAR (ee th tin tie cot els rey ka Kir pone Ree ene - 386,973 my 419,314 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED AUGUST 31, 1968 


1968 1967 
$ $ 
BALA NC rea De sine Of VEAT es. ct, bade id niidinntod due beielaed have Rae ed 1,340,036 1,100,922 
RET PROPPEN OUNCLV CALs a Gel; aie ca ets SAD AUT RERIOG «bd ck ccs orem 386,973 419,314 
1,727,009 1,520,236 
DI VADEr see TOLCITEK) USTCS eo calc ails eg ixivc sik ouna sins Manne oe ties 110,000 110,000 
1,617,009 1,410,236 
PRIOR YEARS’ INCOME TAXES OF A U.S. SUBSIDIARY. ......-.0000eeeeeueuace — 70,200 
BERNA TIC PTCA VEAN Sete ets) eres ig His: toa 14, Ae\s; om 6 4h LRN be EE AA 1,617,009 1,340,036 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Combined Engineered 
Products Limited and wholly owned subsidiary companies as at August 31, 1968 and 
the consolidated statements of earnings, retained earnings and source and use of funds 
for the year then ended. Our examination of the financial statements of the parent 
company and those of its subsidiary companies of which we are auditors included a 
general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. We have 
relied on the report of the auditor who has examined the financial statements of the 
other subsidiary company. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at August 31, 1968 and the results of their operations and the 
source and use of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


McDONALD, CURRIE & Co. 
Toronto, October 29, 1968 Chartered Accountants 
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CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


FOR THE YEAR ENDED AUGUST 31, 1968 


1968 1967 
$ $ 
SOURCE 
Operations— 
Profit for the years. ..3 22. cho nace hee Cone reels ene tree 386,973 419,314 
Add: Depreciation provided>... 32. -ni.ci4+ ste nena pees eee 428,786 436,023 
Deferred income’ taxes:...55.60% 0 Se aeons ec eects oe 64,000 30,000 
Exchange‘adjustment.4 =... 2.02... sua nee ces etree carted 6 570 — 
Write-off, of long termi receivable. a eee cies es — 46,991 
880,329 932,328 
Disposals of: fixed assets! . <2. t2cu).o 6 sth: cece oe eae eee ae eee 35,906 2,639 
Reduction (increase) in special refundable income tax................ 5,390 (6,499) 
Proceeds from sale of investment and repayment of advances.......... — 39,650 
921,625 968,118 
Reclassification of bank: loan. os 0.1: cee a te te ee eee ee One — 1,000,000 
Less Current portion 40/0 yale cee cei Aiea ae eee — 100,000 
900,000 
921,625 1,868,118 
USE 
Reduction im done term) liabilities ina eee ere ee eee cere 407,000 158,600 
Dividends paid\to: preferredishdreholdersayue ancl. eer eee ere en eee 110,000 110,000 
Additions: to; fixed “Assets... ones so ate ae anes fener eee eee 524,593 308,601 
Increase (reduction) in mortgages receivable. .:..........0....00+e008 24,000 (2,793) 
Prior year suincome: tax’ 70 ee. me eee cite oe eet ia one aetna ee — 70,200 
1,065,593 644,608 
INCREASE (DECREASE) Mj; WOTKiINg Capital . 0. Gonuce cee eer eae eae eee (143,968) 1,223,510 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED AUGUST 31, 1968 


1. BASIS OF CONSOLIDATION 


The accounts of wholly owned subsidiary companies have been consolidated. Assets, liabilities and 
earnings of the United States subsidiary companies have been converted to Canadian funds at $1. U.S. = 
$1.08 Canadian. 


The 1967 figures on the consolidated statement of earnings reflect operations for only one month and 
three months respectively of Brake Drum & Shoe Service 1967 Ltd. and Bush Roller Company Limited. 
The 1968 figures reflect the complete year’s operations. 


2. ACCOUNTS RECEIVABLE—OTHER 


This amount represents the net accounts receivable repurchased (less a provision for doubtful accounts of 
$19,731) under an agreement dated February 24, 1966 with Dover Corporation relating to the sale of the 
elevator companies. 


It is expected that the final adjustment, if any, relating to these receivables will be made by August 31, 
1970. 


3. INVENTORIES 1968 1967 
These comprise: $ $ 
RCA Wa WIA lCtial see nreme Pete he Se ovis, 21s sala hrs teva bees eee aeentets 1,373,503 1,166,113 
NV OF RSLLEELOCESS SPORT TI aih ce hic osc sore cia Wick ahe od wile tealo tie W ets Eb etaie Wham ent 829,862 744,023 
UIs CCL CTOOUS nerttet te eerie) ins. x5, obi ob tiv seh iaata a ee ccn tha wee RR 1,959,967 1,864,375 

4,163,332 B.714,511 


4. BANK LOANS 


Bank loans in the amount of $2,490,000 at August 31, 1968 have been secured by pledging the inventories 
and trade accounts receivable of the divisions of the parent company and one Canadian subsidiary. 


Portion due 
5. LONG TERM LIABILITIES within 
Long Term One Year 
414 Y% Sinking fund debentures, Series A maturing April 15, 1970 (Sinking $ $ 
fund payment sufficient to redeem $200,000 principal amount due on 
April 15, 1969; less purchased for redemption $500)................ 825,000 199,500 
Demand bank loan—scheduled for repayment by December 31, 1972 
(Noted aaron tee asd ae eat t se wit nb eidae Rete e eh de Magia aah 700,000 200,000 
Sundry notes andimorteages. Wy. cvaes os nema iets. we, cele co winees 56,000 26,980 
1,581,000 426,480 


6. COMMON SHARES 


150,000 Common Shares are reserved for the conversion of the $1.10 Cumulative, Convertible Preferred 
Shares, Series A. Each such Preferred Share may be converted to 114 Common Shares to December 1, 1970, 
and to 1 Common Share thereafter to December 1, 1972. 
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10. 


ite 


. DIVIDEND RESTRICTION 


The provisions of the $1.10 Cumulative, Convertible Preferred Shares, Series A prevent the payment of 
dividends on the Common Shares unless, immediately after giving effect to such action, the aggregate 
amount of dividends paid subsequent to August 31, 1962 on all shares of the company, will not be more than 
the consolidated net earnings since that date. Before dividends on the Common Shares can be paid, there- 
fore, additional consolidated net earnings (after payment of the cumulative dividends on the Preferred 
Shares) of $1,975,000 must be made. 


. UNFUNDED PENSION 


Employees’ pension plans have an unfunded liability at August 31, 1968 of approximately $375,000. The 
company intends to fund this amount over 22 years. 


. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid or payable by the company and its subsidiaries to the directors and 
senior officers of the company amounts to $172,765, which includes the amounts of $66,000 for remuneration 
and $10,250 for fees, the total of which is shown as directors’ remuneration in the consolidated statement 
of earnings. 


COMMITMENTS 
(a) LEASES 


Annual rentals on real property leases of more than three years’ duration approximate $135,000. 
Such leases expire at varying dates before 1993. 


(b) CAPITAL EXPENDITURES 


Under an Agreement of Purchase and Sale dated July 5, 1968 the company has agreed to purchase 
approximately 16.5 acres of land at $8,500 per acre for a total amount of $140,250. The purchase 
price is to be settled by $70,125 in cash, $15,000 of which has been paid and included in the August 31, 
1968 financial statements, and by the vendor granting a $70,125 five year mortgage at 814 %. 


CONTINGENT LIABILITIES 


Under the terms of an Agreement dated February 24, 1966 with Dover Corporation for the sale of the 
elevator companies, the company may be called upon to reimburse Dover for liabilities arising prior to 
February 28, 1966 which were not recorded as at that date. If these liabilities are deductible for income tax 
purposes by the elevator companies, then the reimbursement which the company may be called upon to 
make is reduced by 50%. Under the terms of this indemnity, which expires on December 31, 1973, the 
company is aware of litigation in the United States for amounts totalling $800,000. These actions have 
arisen between the date of sale and the present time. In the opinion of management the above actions 
will be settled for materially less than $800,000, and furthermore would be deductible for income tax 


purposes. It is impossible at this time to ascertain what, if any, payment will have to be made in respect 
to these actions. 
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COMBINED ENGINEERED PRODUCTS LIMITED 
48 St. Clair Avenue West, 
Toronto 7, Ontario 


DIVISIONS 


AMERICAN WRINGER COMPANY 
ST. LAWRENCE RUBBER COMPANY 


Farnham, Quebec 


BRAKES AND WHEELS 
Regina and Saskatoon, Saskatchewan 


FORT GARRY AUTOMOTIVE INDUSTRIES 
Winnipeg, Manitoba and Port Arthur, Ontario 


HAMILTON GEAR AND MACHINE COMPANY 
Toronto, Ontario 


SUBSIDIARIES 


BRAKE DRUM AND SHOE SERVICE 1967 LTD. 


Winnipeg, Manitoba 


BUSH ROLLER COMPANY LIMITED 
Toronto, Ontario 


EASTERN STEEL PRODUCTS LTD. 
Preston, Ontario and Montreal, Quebec 


FRINK SNO-PLOWS INC. 
Clayton, New York 


SOUTHEASTERN ELEVATOR CO. INC. 
Atlanta, Georgia 
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COMBINED ENGINEERED PRODUCTS LIMITED 


DIVISIONS 


BRAKES AND WHEELS 


Regina and Saskatoon, Saskatchewan 


BRAKE DRUM AND SHOE SERVICE 
Winnipeg, Manitoba 


FORT GARRY AUTOMOTIVE INDUSTRIES 
Winnipeg, Manitoba and Port Arthur, Ontario 


HAMILTON GEAR AND MACHINE COMPANY 


Toronto, Ontario 


SUBSIDIARIES 


EASTERN STEEL PRODUCTS LIMITED 


Preston, Ontario and Montreal, Quebec 


FRINK SNO-PLOWS INC. 

Clayton, New York 

LAWRON INDUSTRIES LIMITED 
AMERICAN WRINGER COMPANY 


ST. LAWRENCE RUBBER COMPANY 


Farnham, Quebec 
BUSH ROLLER COMPANY 


Toronto, Ontario 


SOUTHEASTERN ELEVATOR CO. INC. 
Atlanta, Georgia 
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a ENGINEERE - PRODUCTS LIMITED 


92 i : ( DOP AR46 


DIVISIONS 


AMERICAN WRINGER COMPANY 
ST. LAWRENCE RUBBER COMPANY 


Farnham, Quebec 


BRAKES AND WHEELS 


Regina and Saskatoon, Saskatchewan 


FORT GARRY AUTOMOTIVE INDUSTRIES 


Winnipeg, Manitoba and Port Arthur, Ontario 


HAMILTON GEAR AND MACHINE COMPANY 


Toronto, Ontario 


SUBSIDIARIES 
BRAKE DRUM AND SHOE SERVICE (1967) LIMITED 


Winnipeg, Manitoba 


BUSH ROLLER COMPANY LIMITED 


Toronto, Ontario 


EASTERN STEEL PRODUCTS LIMITED 


Preston, Ontario and Montreal, Quebec 


FRINK SNO-PLOWS INC. 
Clayton, New York 


SOUTHEASTERN ELEVATOR CO. INC. 


Atlanta, Georgia 


COMBINED ENGINEERED Az 
COMPRO 


DUCTS LIMITED 
PRODUCTS LIMITE — 


INTERIM REPORT 
TO SHAREHOLDERS 
FOR THE SIX MONTHS 


ENDED FEBRUARY 29, 1968 
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G3LIWI1 SLONGOUd GIYFINION]A GINIGWOD 


COMBINED ENGINEERED PRODUCTS LIMITED 


FORTY-EIGHT ST. CLAIR AVENUE WEST 


TORONTO 7, ONTARIO, CANADA 


June 30, 1966. 
REPORT TO SHAREHOLDERS: 


RE: Sale to Dover Corporation of Turnbull Elevator of Canada Limited and of Turnbull Elevator Incorpor- 
ated (exclusive of the assets of the Atlanta, Georgia hydraulic elevator division), the closing of which was 
completed June 1, 1966. 


(a) The effective net cash pr oceeds from the sale amounted to $8,247, OO This amount was 


applied t to ‘reduce the SCE HSE ndeotcctess of the Company. 


(b) The losses sustained ie the see companies for the six months ending February 28, 
1966, plus the requirements under the terms of the sale agreement to provide for. certain 
contingencies and the costs required to complete the elevator Pers outstanding at 
February 28, 1966, pecs ated: a charge tofGurplus $3; 916,392. | 


() Although the previous He indicates a significant reduction in the shareholders’ 
equity, it should be noted that independent appraisals made in June 1965 showed an 
excess of approximately $4,000,000 in the value of the fixed assets of the major companies 


now remaining over the book values appearing on the balance sheet at this time. ” 


(d) Supplementary Letters Patent, under date of June 8, 1966, have been issued to the Com- 
pany confirming the change of the Company’s name to Combined Engineered Products 
Limited. 

Ope ee 


(e) Shortly, the Stock Exchange ticker abbreviation for the Company will be changed from 
~.. DEL to CEP. 


(f) Existing share certificates need not be submitted to the transfer agent for exchange as 


‘Y* they will be honoured in their present form. 


(g) The remaining Divisions of the Company continue to operate profitably and we hope to 
report to you, shortly after the close of the present fiscal year, on a favourable note con- 
cerning the 1966-67 outlook. 


Respectfully submitted on Behalf of the Board. 


FHS ~~~ Joo 


M. O. SIMPSON, 


Chairman and President 
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